Introduction
Throughout the last three decades, various empirical studies were conducted to explain and solve the 
The Ccorrelation Between Domestic Savings and Investments in Light of the Theory
The starting point for the explanation of the relationship between domestic savings and investments is pro-
The Feldstein-Horioka Hypothesis in Countries with Varied Levels of Economic Development
The Feldstein-Horioka Hypothesis in Countries with Varied Levels of Economic Development vided by the well-known formula for national income given below (Miller 1988 If we omit the income balance and the government expenditure balance, the current account can be described using the following formula: ( ) [2] CA X M = − (2).
If a given country exports less than it imports, a deficit appears on the current account and has to be financed by foreign loans. This is why a country with a current account deficit has to increase their net foreign debt by the amount of their current account deficit. Thus, a country with a current account deficit "imports current consumption and/or investments" (if investment goods are imported) and "exports future consumption and/or investment expenditures".
In reference to formula (1) for the national income, domestic savings in an open economy can be expressed as:
where: S -savings.
Alternatively, the formula above can be expressed as:
where: I -investments, which in turn can be expressed as:
Thus, the current account balance can be described by the following formula:
where: R -governmental transfers; T -taxes.
If we assume in this situation -according to Feldstein- 
An Analysis of the Feldsteing-Horiok Hypothesis in Advanced Economies, Emerging Markets and Developing Economies
In order to analyse the relationship between the amounts of investments and savings in advanced economies, as well as in emerging markets and developing economies, this article uses an econometric model proposed by Feldstein and Horioka (1980) , expressed in the formula below: Before the model can be estimated, the stationarity of the analysed time series had to be determined. An augmented Dickey-Fuller test was used for this purpose. The ADF test results for advanced economies showed stationarity only in the case of investment rates, while no stationarity was noticed in the case of savings rate. This situation was different in emerging markets and developing economies. Namely, no stationarity was found in the savings rate of investment rate ( Table 1 Source: Own study. stationarity. This modification means replacing the values of analysed variables with their first differences. It should also be stressed that due to the lack of cointegration between the variables in this model, there was no way to expand and transform this model into a vector error correction model. Thus, in order to estimate the relationship between the rates of investments and savings in advanced economies as well as in emerging markets and developing economies, a vector autoregression (VAR) model was used, as expressed by the set of equations below:
Advanced economies
where: i -the number of delays in the variables; other symbols are the same as formula (7).
Ultimately, the results of this parametric estimation for the VAR model are presented in the tables below (Tables 2 and 3 ).
Based on the data presented in Table 2 , it can be observed that the savings retention coefficient in advanced economies is 0.57 with a significance level of 1%. Thus, the calculated β coefficient approximating 0.6 shows a relatively high international capital mobility in the analysed group of economies.
The influence of the flexibility of the rate of savings on the increase in the rate of investment in advanced economies. The coefficient was -0.72 with a significance level of 1%, which showed a negative influence of investment changes in the saving sizes in the analysed countries.
Based on the data in Table 3 , it can be observed that the savings retention coefficient in emerging markets and developing economies was approximately 0.22 between 1980 and 2010, with a reliability level of 10%.
Thus, the calculated β-coefficient showed a relatively higher international capital mobility in those countries, as compared to the developed ones.
On the other hand, the savings rate flexibility coefficient on the investment rate in emerging markets and developing economies was -0.09, and thus statistically non-significant.
Subsequently, the influence of changes in the savings rate on those in the investment rate as well as the influence of changes in the investment rate on those in the savings rate were measured in developed, emerging markets and developing economies between 1980 and 2010. This was done using the so-called impulse response function, which is the function of the reaction of the investment and savings rates to an impulse in the form of a unit change of the savings and investment rates, respectively (Fig. 2) .
Based on Figure 2 , it was observed that a shock increase in the investment rate in advanced economies led to an immediate spike in the investment rate and its subsequent stabilisation over fourteen quarters from such a shock. On the other hand, a shock increase in the savings rate led to a gradual increase in the investment rate in the advanced economies over three subsequent quarters from such a shock, and its stabilisation over the next fourteen quarters. The reaction of the savings rate to a single shock change in the investment rate in advanced economies appeared different. Such a shock increase in the investment rate led to an immediate spike in savings rate and its subsequent stabilisation over fourteen quarters. Similar shock increases in the savings rate in advanced economies led to an immediate increase in savings rate and its subsequent stabilisation over fourteen quarters from such a shock.
When analysing the data shown in Figure 3 , it was observed that a shock increase in the investment rate in emerging markets and developing economies led to an immediate increase in investment rate in the first quarter and its subsequent stabilisation over three quarters from such a shock. On the other hand, a shock increase in the savings rate led to a gradual increase in investment rates in the emerging markets and developing economies over two subsequent quarters from such a shock, and its stabilisation over the next four quarters. The reaction of the savings rate to a shock change in the investment rates in the emerging markets and developing economies appeared similar.
A shock increase in the investment rate led to an immediate spike in savings rate within the first quarter and subsequent stabilisation over the next four quarters. On the other hand, a shock increase in the savings rate led to an immediate increase in the savings rate in emerging markets and developing economies, and its stabilisation over the next four quarters following the shock. (Table 4) .
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Based on the data presented in Table 4 , it can be observed that the changes in the savings rate explained approximately 7% of the changeability in the investment rate in advanced economies. The inertia factor, i.e. the delayed changes in the investment rate was the most significant factor in explaining the changeability of the investment rate in advanced economies.
On the other hand, the changes in the investment rate explained approximately 82% of the variability of the savings rate in advanced economies, and the inertia factor (delayed changes in the investment rate) had the smallest influence.
Based on the data in Table 5 , it can be observed that changes in the savings rate explained approximately 12% of the variability in the investment rate in emerging markets and developing economies. The inertia factor, i.e. the delayed changes in the investment rate was the most significant factor in explaining the changeability of the investment rate in advanced economies.
On the other hand, the changes in the investment rate explained approximately 5% of the variability in savings rate in emerging markets and developing economies, while the inertia factor had the largest influence on explaining the variability in savings rate in these countries.
Based on this analysis, it can be observed that the strongest Feldstein-Horiok effect could be seen be- 
